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L. There ig no indication of improvement in economic condi tions 
in Psingteo. Although incoming revenuc ia very large, taxes 
are ao high that, according to a Leading businessman, 1t is 
Impossible to conduct @ profitable business. 


25X1X6 2, It has been reported arr that the present food 
shortage in Tsingtao Was caused, mo y¥ a Communist blockade, bat 


by the armed guards of General TING, Garrison Commander. These 
guards, stationed at every city gate, are said to exact such a 
hign “aqueeze"® on incoming products that the farmers in outlying 
districts no longer make any effort to bring in foodstuffs. 


3, Customa officers are expressing considerable concern over ths 
growing amount of smuggling now being carried on by various 
military officials. Boata wroieh were burned over to the Chinese 
Government by the Americans ors being used for this purpose. 

Te boats are met ab the docks by trucka with armed escort 

guards from the various military orgenizations within the clty, 
and the contenta are removed under armed protection, On 17 | 
Auguat a boat was met by an armed guard from the Second Garrison - 
Headquarters, and the contraband cargo was taken from tre abip 

and sold. The customs officiais have protested without success 

to various militery organizations. 
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